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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 
Central Kentucky Education Cooperative 
Lexington, Kentucky 

We have audited the accompanying statements of financial position of the Central Kentucky Education 
Cooperative (a non-profit organization) as of June 30, 2005 and 2004, and the related statements of 
activities and cash flows for the years then ended.  These financial statements are the responsibility of 
the Cooperative’s management.  Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Governmental Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the financial statements 
are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statements presentation.  We believe that our audit provides a reasonable basis for 
our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Central Kentucky Education Cooperative as of June 30, 2005 and 2004, and 
the changes in its net assets and cash flows for the years then ended in conformity with a method of 
accounting other than accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated October 26, 
2005, on our consideration of Central Kentucky Education Cooperative’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters.  The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit. 

Our audits were performed for the purpose of forming an opinion on the basic financial statements of 
Central Kentucky Education Cooperative taken as a whole.  The accompanying supplementary 
information shown on page 11 is presented for purposes of additional analysis and is not a required 
part of the basic financial statements. The accompanying schedule of expenditures of federal awards 
on page 12 is presented for purposes of additional analysis as required by U.S. Office of Management 
and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and is 
not a required part of the basic financial statements. Such information has been subjected to the 
auditing procedures applied in our audit of the basic financial statements and, in our opinion, is fairly 
stated in all material respects in relation to the basic financial statements taken as a whole. 

 
Frankfort, Kentucky 
October 26, 2005



 

 



 

The accompanying notes are an integral part of the financial statements. 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 

STATEMENT OF FINANCIAL POSITION 

June 30, 

2005 2004
ASSETS

Cash and equivalents 442,436$      424,791$      
Accounts Receivable 93,165         11,967         

TOTAL ASSETS 535,601$      436,758$      

LIABILITIES

Accounts payable 16,684$       19,634$       
Deferred revenue 131,328       65,931         
Deferred grant revenue 79,876         63,508         

TOTAL LIABILITIES 227,888       149,073       

NET ASSETS

Temporarily Restricted - Federal funds 79,876$       63,508$       
Temporarily Restricted - Kentucky Virtual Learning Network -              7,387           
Temporarily Restricted - Sick Leave 9,923           1,413           
Unrestricted 217,914       215,377       

TOTAL NET ASSETS 307,713       287,685       

TOTAL LIABILITIES AND NET ASSETS 535,601$      436,758$      



 

The accompanying notes are an integral part of the financial statements. 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 

STATEMENT OF ACTIVITIES 

          Years ended June 30, 

2005 2004
UNRESTRICTED NET ASSETS

Unrestricted revenues
Membership fees 120,268$      110,687$      
Registration fees 40,867         7,315           
Administrative fees 26,517         26,362         
Other revenue 23,499         42,019         
Special education funds 16,945         17,967         
CEO program 7,200           6,150           
Survey fees 6,807           9,116           
Contributions 3,450           -              
Interest 2,939           7,617           

TOTAL UNRESTRICTED REVENUES 248,492       227,233       

Net assets released from restrictions
Federal grants 746,831       756,904       
KVLN funds -              50,000         

TOTAL UNRESTRICTED REVENUES 995,323       1,034,137     

EXPENSES
Administrative salaries 440,952       405,895       
Sub-contracts 116,584       202,259       
Travel expenses 69,971         107,000       
Meetings and conventions 68,874         101,774       
Supplies 55,743         40,975         
Pension 55,453         48,554         
Other operating expenses 45,767         27,355         
Classified salaries 40,245         30,926         
Group insurance benefits 23,470         16,012         
Special education expenses 17,491         
Office expenses 13,592         10,123         
Payroll taxes 12,541         11,119         
Printing and copying 9,313           9,223           
Professional fees 6,574           6,818           
Insurance 6,050           5,890           
Utilities 3,888           4,725           
Telephone 3,053           4,288           
Postage 1,130           746              
Advertising 1,111           2,443           
Memberships 863              1,180           
Repairs and maintenance 121              700              
KVLN salaries -              30,000         

TOTAL EXPENSES 992,786       1,068,005     



 

The accompanying notes are an integral part of the financial statements. 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
STATEMENT OF ACTIVITIES (CONTINUED) 
 

          Years ended June 30,  
2005 2004

INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS 2,537           (33,868)        

TEMPORARILY RESTRICTED NET ASSETS

Revenues
Federal grants 746,831       756,904       
KVLN funds -              50,000         

Net assets released from restrictions
Federal grants (729,340)      (756,904)      
KVLN funds -              (50,000)        

INCREASE IN TEMPORARILY RESTRICTED NET ASSETS 17,491         -              

INCREASE (DECREASE) IN NET ASSETS 20,028         (33,868)        

NET ASSETS AT BEGINNING OF YEAR 287,685       321,553       

NET ASSETS AT END OF YEAR 307,713$      287,685$      



 

The accompanying notes are an integral part of the financial statements. 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 

STATEMENT OF CASH FLOWS 

       Years ended June 30,  

2005 2004
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

Change in net assets 20,028$       (33,869)$      
Adjustments to reconcile change in net assets to net cash 
provided by operating activities

(Increase) Decrease in accounts receivable (81,198)        2,728           
Decrease in accounts payable (2,951)          (33,502)        
Increase in deferred revenue 65,397         25,349         
Increase in deferred grant revenue 16,369         63,508         

NET CASH PROVIDED BY OPERATING ACTIVITIES 17,645         24,214         

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 424,791       400,577       

CASH AND CASH EQUIVALENTS, END OF YEAR 442,436$      424,791$      
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 

NOTES TO FINANCIAL STATEMENTS 

 

NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Central Kentucky Education Cooperative (the Cooperative) is a nonprofit corporation established 
to coordinate and administer federal programs for participating Kentucky local school districts; to 
provide centralized purchasing benefits to the districts; to respond to identified needs of special 
needs children served by local education agencies; and to provide for the delivery of special 
education services by joint agreement with the local education agencies. 

Funds to operate the Cooperative are obtained primarily from grant awards from the Kentucky 
Department of Education and through membership dues paid by local educational districts.  
Funding for the Cooperative’s programs is also provided under the Individuals with Disabilities 
Education Act, Part B. 

All grants are restricted, and may be used only for purposes specified by the grantor.  Each 
grantor requires separate reporting of support and expenditures and changes in net assets 
applicable to its funding. 

The Cooperative also restricts the use of grants received from state and local sources.  These 
grants are listed also as temporarily restricted until restrictions have been satisfied and revenues 
and expenditures are recognized as such. 

The Cooperative prepares its financial statements using the accrual method.  However, 
disbursements for equipment are shown as expenditures at the time of purchase, unless 
expended from the unrestricted assets.  These procedures are applied according to grant 
contract terms, but do differ from accounting practices generally accepted in the United States of 
America. 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect reported amount of assets and liabilities and disclosures of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenditures during the reporting period.  Actual results could differ from those estimates. 

The Cooperative records equipment expenditures based on the source of funds utilized to acquire 
such equipment. 

Unrestricted Funds 
Equipment is capitalized at cost and depreciation is provided on the straight-line method 
over the estimated useful lives of the assets.  Total equipment in unrestricted funds was 
not material at June 30, 2005 or 2004. 

Restricted Funds 
Equipment is expensed Due to Grantor Requirement that the title to equipment acquired 
with grantor funds remains with grantor. 

NOTE B – PROGRAM DESCRIPTIONS 

IDEA 6B SPECIAL EDUCATION PROGRAM 

All member districts participate in the Special Education Program.  The Kentucky Department of 
Education awards the federal IDEA state-share restricted funds to the Cooperative based upon a 
grant proposal presented to them in March.  This proposal is based on the approval of the Board 
of Directors.  The focus of the budget is on direct services to children.  These services include 
occupational therapy, physical therapy, speech therapy, medical evaluations, tuition and  
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
 

NOTE B – PROGRAM DESCRIPTIONS (CONTINUED) 

transportation costs. Technical assistance is also included.  Districts determine how these funds 
are to be used to provide for the unmet needs of exceptional children. 

PROFESSIONAL DEVELOPMENT PROGRAM 

The Cooperative provides Professional Development activities for teachers, administrators and 
staff.  The Professional Development director and members of the Board determine professional 
development offerings that are made available to all member districts.  Fees are charged for 
these professional development activities and paid by members participating in professional 
development events. 

NOTE C – CASH AND EQUIVALENTS 

The Cooperative’s cash and equivalents consist of amounts deposited in interest-bearing 
accounts.  The Cooperative considered demand deposits, money market funds and other 
investments with an original maturity of 90 days or less to be cash equivalents. 

NOTE D – CONCENTRATIONS OF CREDIT RISK 

Amounts on deposits at a single financial institution occasionally exceed the $100,000 federally 
insured limit. At June 30, 2004 cash deposits exceeded federally insured limits by $75,794. The 
Cooperative has agreements with financial institutions to provide pledges of collateral. However, 
one financial institution pledged no additional collateral at June 30, 2004. Auditors recommended 
that the Cooperative require financial institutions to provide adequate pledges of collateral to 
secure funds. At June 30, 2005, cash deposits exceeded federally insured limits by $301,086. 
The Cooperative's financial institutions provided adequate pledges of collateral to secure the 
uninsured funds. 

NOTE E – RETIREMENT PLANS 

A.  KENTUCKY TEACHERS’ RETIREMENT SYSTEM 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

 

NOTE E – RETIREMENT PLANS (CONTINUED) 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
 
 
NOTE E – RETIREMENT PLANS (CONTINUED) 
 
���%���� ������	��� ����� �� �������� ��������� ��� !������ �� �������� ������ ���� ���������
!����������		������������  �	���������������!������� ����#�����������!��������������������	
��
�������������������$��������!��� ������ ��	��������������;����2/��7//+"�

NOTE F – CONTINGENCIES 

����9��!��������	������ ������� ���������������	�����������������	���"�������� �����������
��������  �������������!�!���������"� � )����������������	��������� � � ���� �������� ����#�
����	�������������� ������������������������ ���������������!�!���������������������&�����
��� ����� ������������	������ �������������������9��!������� ������������������"������
������� � � ��	��  ����� � ����� ���� ����������� ������������� � � ����� ��� ���� �E!�	���� ��� ���
����� �	���"� � 9������������ � � ���� 9��!��������� !������ ��� !���	����� �!��� ���� ��������
����� �	����� ����� ����  ����� !������� ��� ������ ����� ��� ��������� ���� ���� �������� ������� ���
	�������������!�����"�

NOTE G – INSURANCE AND RELATED ACTIVITIES 

The Cooperative is exposed to various forms of loss of assets associated with the risk of fire, 
personal liability, theft, vehicular accidents, errors and omissions, fiduciary responsibility, etc.  
Each of these risk areas is covered through the purchase of commercial insurance.  The 
Cooperative has purchased certain policies which are retrospectively rated, which includes 
workers’ compensation insurance. 

NOTE H – ACCUMULATED UNPAID SICK LEAVE BENEFITS 

Upon retirement from the Cooperative, an employee will receive from the Cooperative an amount 
equal to 30% of the value of accumulated sick leave.  This amount totaled $9,923 and $1,413 for 
those employees with 27 or more years of experience as of June 30, 2005 and 2004, 
respectively. No accrual is recorded in the financial statements due to the contingent nature of 
this amount.  Fifty (50) percent of this amount is a required reserve and is included as a general 
portion of the general fund. 

NOTE I – INCOME TAXES 

The Cooperative is a not-for-profit organization that is exempt from income taxes under Section 
501(c) (3) of the Internal Revenue Code.  The Cooperative files form 990, return of organization 
exempt from income tax. 

NOTE J – COBRA 

Under COBRA, employers are mandated to notify terminated employees of available continuing 
insurance coverage.  Failure to comply with this requirement may put the Cooperative at risk for a 
substantial loss (contingency). 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended June 30, 2005 

 

Federal Grantor Agency/Passthrough 
Grantor/Program Title

Federal 
CFDA 

Number

Pass-
Through 
Grantor's 
Number

Federal 
Expenditures

US Department of Education/Passed Through Kentucky Department of Education

IDEA, Basic Special Education 84.027 � 0581-03-04 63,508$        

IDEA, Basic Special Education 84.027 � 0581-04-05 683,323        

Total Passed Through Kentucky Department of Education 746,831        

Total Expenditures of Federal Awards 746,831$      

���Major Program as defined by OMB Circular A-133
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

June 30, 2005 

NOTE A – BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards includes the federal grant activity 
of the Central Kentucky Education Cooperative and is presented on the accrual basis of 
accounting.  The information in this schedule is presented in accordance with the requirement of 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Therefore, some amounts presented in this schedule may differ from amounts presented in, or 
used in, the preparation of the financial statements. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE                            
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN                            
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors 
Central Kentucky Education Cooperative 
Lexington, Kentucky 

We have audited the financial statements of Central Kentucky Education Cooperative as of and 
for the year ended June 30, 2005, and have issued our report thereon dated October 26, 2005. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 
In planning and performing our audit, we considered Central Kentucky Education Cooperative's 
internal control over financial reporting in order to determine our auditing procedures for the 
purpose of expressing our opinion on the financial statements and not to provide an opinion on 
the internal control over financial reporting.  Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control that might be material 
weaknesses.  A material weakness is a reportable condition in which the design or operation of 
one or more of the internal control components does not reduce to a relatively low level the risk 
that misstatements caused by error or fraud in amounts that would be material in relation to the 
financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions.  We noted no matters 
involving the internal control over financial reporting and its operation that we consider to be 
material weaknesses. 
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Central Kentucky Education 
Cooperative's financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those provisions 
was not an objective of our audit, and accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that are required to 
be reported under Government Auditing Standards. 

This report is intended solely for the information and use of the members of the Board of Central 
Kentucky Education Cooperative and management and is not intended to be and should not be 
used by anyone other than these specific parties.   

 

 
Frankfort, Kentucky 
October 26, 2005 



 

 



 

 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR                            
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH                            
OMB CIRCULAR A-133 

To the Board of Directors 
Central Kentucky Education Cooperative 
Lexington, Kentucky 

Compliance 
We have audited the compliance of Central Kentucky Education Cooperative with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular 
A-133 Compliance Supplement that are applicable to each of its major federal programs for the 
year ended June 30, 2005.  Central Kentucky Education Cooperative's major federal program is 
identified in the Summary of Auditor's Results Section of the accompanying Schedule of Findings 
and Questioned Costs.  Compliance with the requirements of laws, regulations, contracts and 
grants applicable to its major federal programs is the responsibility of Central Kentucky Education 
Cooperative's management.  Our responsibility is to express an opinion on Central Kentucky 
Education Cooperative's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of state, Local Governments and Non-Profit Organizations.  Those 
standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about Central Kentucky 
Education Cooperative's compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit 
provides a reasonable basis for our opinion.  Our audit does not provide a legal determination on 
Central Kentucky Education Cooperative's compliance with those requirements. 

In our opinion, Central Kentucky Education Cooperative complied, in all material respects, with 
the requirements referred to above that are applicable to its major federal programs for the year 
ended June 30, 2005. 

Internal Control Over Compliance 
The management of Central Kentucky Education Cooperative is responsible for establishing and 
maintaining effective internal control over compliance with the requirements of laws, regulations, 
contracts and grants applicable to federal programs.  In planning and performing our audit, we 
considered Central Kentucky Education Cooperative's internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and 
to test and report on internal control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all 
matters in the internal control that might be material weaknesses. A material weakness is a 
condition in which the design or operation of one or more of the internal control components does 
not reduce to a relatively low level the risk that noncompliance with applicable requirements of 
laws, regulations, contracts and grants that would be material in relation to a major federal 
program being audited may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions. We noted no matters involving the internal 
control over compliance and its operation that we consider to be material weaknesses. 

This report is intended solely for the information and use of the members of the Board of Central 
Kentucky Education Cooperative, management, and Federal Awarding Agencies and Pass-
Through Entities and is not intended to be and should not be used by anyone other than these 
specific parties.   

 

Frankfort, Kentucky 

October 26, 2005 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year Ended June 30, 2005 

Section I - Summary of Auditor's Results 

Financial Statements 

Type of auditor's report issued: Unqualified 

Internal control over financial reporting:    

• Material weakness identified? __  __ yes  __x__ no 

• Reportable condition(s) identified 
that are not considered to be 
material weaknesses? 

__  __ yes  __x__ no 

Noncompliance material to financial 
statements noted? 

__ __ yes  __ x __ no 

Federal Awards    

Internal control over major programs:    

• Material weakness(es) identified? __  __ yes  __x__ no 

• Reportable condition(s) identified 
that are not considered to be 
material weakness(es)? 

__  __ yes  __x__ no 

Type of auditor's report issued on compliance for major program: Unqualified 

Identification of major program:  

 CFDA Number Name of Federal Program or Cluster  

 84.027 IDEA BASIC SPECIAL EDUCATION  

Dollar threshold used to distinguish 
between type A and type B programs: $       300,000 

  

Auditee qualified as a low-risk auditee? __  x __ yes  ____ no 

Section II - Financial Statement Audit Findings 

None. 

Section III - Major Federal Award Program Audit Findings and Questioned Costs 

No matters were reported. 
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CENTRAL KENTUCKY EDUCATION COOPERATIVE 
 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Year Ended June 30, 2005 

 

04-01 CKEC Should Require Depository Institutions To Pledge Sufficient Collateral To Protect 
Deposits  

Finding:  The CKEC maintained deposits of public funds with depository 
institutions insured by the Federal Deposit Insurance Corporation (FDIC). 
According to KRS 66.480(1)(d) and KRS 41.240(4), the depository 
institution should pledge or provide sufficient collateral which, together 
with FDIC insurance, equals or exceeds the amount of public funds on 
deposit at all times.  In order to be valid against the FDIC in the event of 
failure or insolvency of the depository institution, this pledge or provision 
of collateral should be evidenced by an agreement between the CKEC 
and the depository institution, signed by both parties, that is (a) in writing, 
(b) approved by the board of directors of the depository institution or its 
loan committee, which approval must be reflected in the minutes of the 
board or committee, and (c) an official record of the depository institution. 
The CKEC entered into a written agreement with the depository 
institution and met requirements (a), (b), and (c) stated above. However, 
as of June 30, 2004, the collateral and FDIC insurance together did not 
equal or exceed the amount on deposit, leaving $75,794 of public funds 
uninsured and unsecured.  In August, the financial institution pledged 
additional collateral to adequately cover all deposits.   

Recommendation: We recommend that the Cooperative closely monitor deposits at financial 
institutions to insure that all deposits are adequately insured or 
collateralized. 

Current Status: In August 2004, the financial institution pledged additional collateral to 
adequately cover all deposits. 

 



 

 

 


